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Executive
Summary

Thiz repott presents the input received by the .5 Department of Transportation
JSD0T) at four remonal meetngs addresang the queston of how the grouwth in
woHduwide containen zed rade and the expected growth in volumes of freight
hardled by major cortairer ports will place additonal demands on the LS. frans
portation sestern. The meetings paid particular attenton to the introducton of large
containerships{ megaships) and their potental impact onfreght transportation
within the United States. The series of regonal megadhip mectings were sucoessful
i geting parbcparts from Federal, State, and local azencies ard the private sector
to thirk about soling the full spectum o fansportation problems oreated by larger
shipz calling on U5, ports.

The megaship study was carvied out through a cooperative effart that irealved te
followarg ISDOT Offices and & gercies e Secretany’s Office of [mtermod alism, e
Federal Highwayw & dministration, the Mantime Sdministration, the Federal B ailroad
Administration, and te L5 Coast Guard. Other Federal agencies with sanificant
paticipation at the regonal meetings included the Department of Defense freluding
the &rmy Corp s of Engineers), the U5, Custornzs Service, and the Ervironm ental
Protection Saer:

The fundarmertal izsue addressed in these corferences was how improving
irfrastucture livks to ports is 2 entcal prerequiate for frarep ortatian o funchon as 2
svstern. b the regonal meetings, the major factors and requirernents for
irfrastucture planning and investnent oozagored by changes in ship deagh were:

# Megaships are being corstructed with carrvng capacities edceeding d, SO0
TEU ={tuerby-foct equivalent units) and) or fully-loaded deaan drafts of 40 to
46 feet ard some major U3, ports are currenty unable to handle them.

# |rternational ports are expanding capad by o meet the challerge of megaships
and the projected arowth in trade.

# How frarcportation irefficiencies can be reduced was at the crux of the mega-
ship meetings, as was the dilerma posed by corflichng dermand = for increased
investmetnt i a fracal b-coretrained erwirorment

# On the queston of whether cariers would be likely to share 10 the cost of
infrastructure irvestiments oozasoned by their vessels, port officials noted that
catriers have notpaid their full share of portinfrastructure improvernents to
date, nor do ship cwrers bypically conzult wath ports on long range planning
for paort infrastructure.

#+ The .35 Treazury receives $150 hillion arnually in tas reverues from goods
hardled by L5, ports, and cortivued irweestrent i aur ports is essential to
erizure that they remain competitive in the gobal econaomy and act az a vital
com ponert of our national seoun by infrastuctire.

+ Port ard local representatives believed that maore of the fees and duties
collected at the ports ought to be returned to the ports that collect thenn.

+ |nadditon to providing morey for larae scale capital improvements, the
Federal Government could create incentves to reward public and quaz-public
enbites for becoming more frarsporaton efficient



+ The challerge to transportation deciaonmakers iz
to conader differerces between the commercial
life ard operational life of an investmerd—what iz
the likely lona-term imp act of irvestments made
to inorease fransportation cap adty to accommo-
date potert al port callz by lar ger andf or faster
ships?

# |rdustry representatives called for the LS. DOT
to provide a more logcal userbased fee to elirmi-
rate the disparity between donors and donees
and areater flexibili by to finarce other iImprowve-
ments hecesatated by arowdth.

+ Attendeesfelt that there are tuo differing plan-
ning processes that have to be resolved—>5tate
planrers tpically have a 5- to 10-wear plarning
harizon, while the operating havizon of a carrier
iz typically of sharter range. Longer range
planning iz usually not shared with port servoe
providers.

#+ The feedback from the regonal meetings clearly
called for Federal agendes to provide a planning
framework for economic analyas that could
azsesz implications of larger scale, corndor-based
trareportation improvernerts,

+ Fort ard other transportation industy partic-
parts recognized the dilemma in not wanting
port rationalization or national fransportation
planning, but warting the Federal Gover nment
to zet prionties for major fransportation
ivestrents,

# Corcerted action would have to be taken on botiy
analvtical and polifical processes § sound, quart-
tatively-baszed frameworks for project investment
are to be approved.

There are three major national public policy izsues
raized by the prospects of extremely larae container-
ships  the historic ard onaoing dereaul ation of the
trareportaton industy, the devdution of transporta-
tion programs, ard e reed for optimiang our
nation s freight movemnent systern. Derequl ation has
allowsed the formaton of partnerships within ard
between fareport modes to achieve optimization of
end-torenid distribution lomstes and trareport costs,
Devolution has enabled the empowserment of States
and metropolitan plarning organizatons to play a
larger rale in transportation ded@orrmaking, Prvate
shippers and public agencies are seeking to op trmiz
the transportation sestemn to move the most goods and
people with the widest range of modal choices at the
most economical cost and the areatest efficiency

Incoradenng the appropriate response to the new
trargportation techndomy we can turn to historical
enamples where optmization of the naton’s freight
trareportation network—by the Federal Government,
by States ard communities, ard by frareportation com-

paries—haz been vitally needed and successfully
accomplished. Forits part USDOT iz achvely
ergaged ir
a1 Defining the natonal interest with respect o
freight movernent through proposals for Feau-
thoriarng surface fransportation programs, the
Maticnal Highweay Swstern intermod al conree-
tions, the Water Fesources Developmernt Suct
and other intatives
b Providing equitable ard appropriate furding for
water and landade acoess ard infrastuctore
improvernents, ard other projects which bene
fit both local frargportation and a defined
national interest auch as the Slameda Comridor.
o) Faalitating improved cocedination in the deci-
aon chait armong and between vessel deaan-
ers, ports waterways managernent, state and
muricpal landade access planrers{induding
rult-state freight transport plarning, and
prvate shipping comp anies.

Conclusions

The report concludes that acton should be taken
oy o oraft policies to poaton the LS. fransportaton
industry to hardle the agnficant ircreases in interna-
tional freight movernents and the infrastructure
derm ards of e chargng trade flows and port calls by
larger and faster vessels. If policies and programs are
to be developed to address these transportation needs,
acton musthe taken to ergage both the agercies
responable for ther overaight and the constituents that
are affected.

The repart acknowded ges tuo ongaing actvties with-
in ISDOT that will address the transportation systern™s
accommodaton of ircreased future vdumes of interna-
tonal intermodal freight

USDOT ='W aterwaws Management [nitiative:
Thiz inbative, led by the LS. Coast Guard ard
the Maritirme Adrinistration, will brirng tozether
the mary agencies wath respora bili by for weater
ways maragernent to coordinate ard corsolidate
the delivery of all Federal services and promote
port efficiency  Waterways Transp ortation
M anagernert will foos on policy coordiration at
the natonal level ard action at the local port
level Adequate infrastructure, includirg chanrel
and berth depths, navigation ivformation, port
facilities, intermodal conrectors ard Informa-
tion managerment to accommodate all dasses of
marine vesselz—including larae contai ner
vessela—are amorg the waterwaws issues
encompassed within this inbatve.

2 USD0T = 8 zsezament of the Corditiors ard
Ferformance of Mational Highweay Swestern (MHS)
Irtermodal Cornectors This Federal Highweaw



Sdministraton initatve will compile information
ot the MHS conrections to major passenger
and freight intermodal terminals induding 500
freight terminalz. Uang irput from other
USDOT operatng administatiors ard publicf
prvate databaszes at natonal, State, ard local
levels, the FHWS, wall:
a1 Evaluate highway infrastructure condiban of
Maticnal Highaay Systern MHS) connes
tions to major intermodal  terminal s
b [dertfy improvemnents that have been made
or are being planred for irtermodal con-
nect onz and idertfy impediments to mak-
ing improvemnents o them.

¢ |dentfy other norchighweay infrastuclure,
requlatory, iretitutional and operational
impedimerts to intermodal  terminal
acoRss,

The Department of Trareportaton believes that e
challerges of Increased movernents of international
freight can be et only through e coordinated efforts
of te wide range of franzportation stakebolders wath
interests it this area. These efforts will require aanifi-
cant itwestments of ime, eneray, and funds  ard
contnuous dialogue with our corstituents if we are to
be sucressful in meeting the transp ortaton reeds of
the future.
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Introduction

I the mpring and summer of 1997, the LS. Department of Trargportation
AJS00T) corducted a series of four regonal meetngs arourd the country to
address trangportation imp acts of changes in ship deaan and shipping prachices
occurnng in the intermodal shipping industry. These meetngs eramined existing
trareportat on infrastucture, market trends, and how transportation planning
should conader freight distribution sestern = that must serve both domestic and
dobal meeds. The furdamental isaue addressed in these corferences was how
improving infrastructure links to portsiz a cntcal prerequiate for frargportation to
function as a swstem.

There are new dwiarics in intermodal shipping caused by the eliminaton of
interniational trade bammiers, lower tarfts, and shifting centrands of gobal manufac-
turing and coraumption  Many new trade gatewass are developing which dramat-
ically alter market dermand ard future cargo forecasts Trade wodduide is grous
ing, with 55 percent of all general carao in international liner fade being moved
in containers. Worldudde containen zed trade iz groving at arnwal rates of 9.5
percent with B.0 percent at United Statez ports and 1.5 percent at Canadian
ports. By 2010, experts predict that 90 percent of all lirer freight wall be shipped
in containers. The trend for arowth iz imesorably up, and every major container
port iz projected to double and tple its cargo traffic by 2020,

Compared to the impacts forecast for cortairerized freight, arowth in overall
volumes non-containen 2ed commodities 15 expected 1o be substart ally less(n the
1 to T3 range) ard changesin ship desan for tese commodities wall be much
lezs aanificant in term s of transportation lom stics and landade imp acts.

Cortairerized arowth in 852 is grovwing by az much as 25 percent annually.
Horg Kong has developed a plan to hardle 32 million cortairers per wear by
2010, far exceeding the projected volurnesfor the very laraest .5 ports. There
are mo differerces in the technolozy used at the major international ports that
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ehable these ports to handle auch larae volumes of
freight—the efficiencies are made posable by different
labor agreements, operating procedures, administrative
poicies, and the nature of the trade in foreign coun-
triez. Dur Mation’s ports and their modal conrectiors
must make improvements in these areas az well, and
riot just in the coretructon of additonal capadty o the
reliance upon new technolozy f they are to remain
dobally compettive ard efficient componerts of the
1.5, fransportation sestem.

Azauming that adequate port infrastructure 15 avail-
able, by 2010 neady 33 percert of gereral caran
tornage will be frarsported by ships
carrang more than &, 000 twent-foot
equivalerd (TELD cortairer urits,
Megaships are being corstructed with

Bz a aeneral nile, containership s will continue to et
larger f costs per tranat mile continue to oo doun.
Eight percent of new ship orders are for megaships,
none of which are being built in LS. shipyards nor
scheduled to fly the .5, flag, but these ships could
ulti rmately carry 20 percent of total contairerized
cargo. Shipsin the 6,000 to 9,000 TEU range wall
arowy to be about 9.5 percent of the total fleet by
2010, Megaships are more cosly to buld than their
predecessore—370 million for postPanamas d ass ves-
selzup to 4,800 TEU s v an estimated $100 million
for megaships, with unit costs varvng depending on
the deagn characterizios and number of wessels

Container Ship Evolution

carang capacities exceeding 4, 500
TEU = and) or fullyloaded deaan
drafts of 40 to 46 feet ard some
major L3, ports are currently unable
to handle them. lntemational ports
are exparding capacity to meet the
challerge of the coming megaships
and the projected arowth in trade. A=
the rew containership s come into ser-
vice, e routes and transshiprnent
hubs wall develop., Smerican ports
face rew challenges to increase their
irfrastuctore

capacity but also new opportunities to
develop markets for their services




ordered. Megaships offer operational benefits trough
lower per tranat costs, reduced tranat trme, and fewer
rumnbers of required vessels Because megaships are
entremely capital expenave, camriers will deploy them
i concertrated frade lares ard operate them over
lorger routes and call on fewer parts. These vessels
offer economies of scale at sea, but could inour disee
oromies of scale inport Thus cariers seek o inte-
arate landade with water ecoromies

Megaships while coslly in agaregate, have lowser
constructon and operating costs per TEU of container-
ized freight High-speed hull desans cut tranat times,
and faster frarat and port turn-around trmes reduce
the rumber of vessels required to maintain weekly
departure schedules. Carriers will invest ik megazhips
to increase their market share and get additional
busiress from shippers through reduced cortairer dot
costs, The newer, larger ships carnot eaaly be
re-deploned logist-
cally because of
port and vessel
capacity corr
straints, and carri-

Forts are projected to experience dramatc growth in
containen 2ed carao, but not every port will have to
increase capadty to accommodate megaships
Fegardless of whether megaships call ona gven port
the introducton of these vesselzwill have aripple
effect hroughout te transportation system, not just
regonally, but nationally.

If megaships call on .35, ports, then the ports and
the supporting transportaton swstern mu st be able to
responid. To recover their investment in a megaship,
operators must minimize the e a ship iz 0 port to
mazinmize the number of tripsit makes. The reduced
trme in port, plus the higher rumber of containers car-
ried by a megaship, increase the peak container traffic
that must be moved through the port and the aurface
trareportation systern that serves it Except in limited
markets served by irland waterwaws, shippers havwe
three choioes for the inland movemnent of containenzed

YYord Containership Aeet as ot November 1776

ers will seek coras
terit cargo volume
to stabilize rates.
Every operating
advartagze rmust be
squeezed out of
ships to recover
the areater costs of
buildife ard oper-
ating these vessels
For aport to
servce these mega-
shipz the entire
portade infrastruc-
ture wall have to
act bigaer and
more productve.
Each charnel,
berth, ard turning

4,500+ TEUs
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baanrmusthe at

lzast 50 feetin

depth, ance 40 to 46 feet will be the maximumm draft
for fully- loaded megaships. Megaship ports will be
required to have oranes to reach across the 21 contain-
er-wide megaships az well az feeder ship to megaship
trarcfers. Strorger wharves are alzo likely to be
required by the ports where megaships call Wharf
strengthening may be needed to: 1) suppart more and
heaver crares, and) o 2) accommodate deeper drafts
at berthzn some cases deepening to accommodate
megaships could undermine exizting pilingsy andf o 3)
apport more vard equipmentfrucks, vard hostlers,
eter and/or &) aupport rail cars on the wharf.

freight from port terminal=—h ghvwrass rail, or barges)
feeder ships. The modal split that reflects how this
traffic iz 1o be rmoved has a profound effect on the
deagn of terminals both wathin the port and for trudk,
rall, and feedershipf/barge terrminals as well.

For our Mation to preserve and erharce its compet -
tve poaton in world frade, we must reduce the cost of
trareportat on by eliminating inefficiencies. How trans
portation inefficiencies can be reduced was at the crus
of te megaship meetngs, az was the dilermm a posed
by corfliciing demandsfor increased irvestment in a
fizzally-constrained envrorment
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B techrical appendis at the end of s repoet presents parbapants in advance ot the mestngs to acquant
backaround irformation summariang aspects of frans thern wath the issues that would be addressed and
portaton infrastructure, madiet frends, and trarsp orta- the factors that were thooght to be relevant to the
tion plarning that rust be conadered ik devel oping an dizcusaon. Feaders irterested in more techrical
approphate resporse to the introducton of megaships information peraining to the inroduct on of mega-
Thiz badkground information was mailed 1o regonal zhips should refer to the technical apperdin.



